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1. Executive summary 
The International Livestock Research Institute (‘the institute”) Board of Trustees (“the Board”) has 
assigned the Audit and Risk Committee (“the ARC”) of the Institute to assess, monitor, review and 
supervise the performance, suitability and independence of external auditors. The objective of this 
External Auditors Policy (“the Policy”) is to outline the guidelines and procedures to be undertaken 
by the ARC for the selection and appointment of external auditors.  
  
The selection criteria of the Policy will ensure that the external auditor is independent and has the 
relevant expertise and skill for such an appointment. 
 
2. The role of the external auditors  
The external auditors shall provide independent assurance to the ILRI Board of Trustees, that the 
financial statements of the institute are free from material misstatements, and that they comply 
with the International Financial Reporting Standards (IFRS).  The audit shall be conducted in 
accordance with International Standards on Auditing.   
3. The role of the ARC regarding external audit services  
The ARC shall be responsible for the appointment, compensation, and oversight of the external 
auditors who shall report directly to them. The ARC’s role and scope shall include:  
• Selection and appointment (on behalf of the Board), of the external auditors including 
determination of agreement on compensation. 
• Determination of retention, rotation and termination of the external auditors. 
• Approve the annual financial statements. 
• Review, on an annual basis, the report of the external auditors on the annual financial 
statements of the Institute. 
• Discuss and address significant audit findings in the management letter including to review 
and follow-up that recommendations are implemented. 
• Conduct on a regular basis, an evaluation of the performance and independence of the 
external auditors as provided under, “evaluating the auditors’ performance” below. 
4. Selection and recruitment of external auditors  
The procurement of external audit services shall be done through competitive bidding in accordance 
with ILRI procurement guidelines. Management shall at the invitation of the ARC, make 
representations and recommendations to inform this process. The Director overseeing the finance 
function, shall have responsibility to coordinate the tender process and undertake the evaluation of 
the bids on behalf of the ARC, and shall make a recommendation for its consideration. Due regard 




• The size and clientele of firm 
• Auditor’s independence 
• Personnel size and qualifications  
• Firm’s audit methodology, approach and use of information technology 
• Cost of the external audit service 
CGIAR Financial Guideline No. 3 on Auditing (FG 3) provides that all external auditors of the centre 
should be a member of an internationally recognized public accounting firms.  
5. Evaluating the auditors’ performance  
The ARC of the Board has the responsibility to evaluate the effectiveness and independence of the 
independent external auditors. The Committee shall undertake the evaluation of the auditor’s 
performance vis-à-vis the terms of engagement. These terms of engagement shall be included in the 
engagement letter which shall be issued on an annual basis by ARC. In evaluating the auditor’s 
performance, due regard shall be given to the following criteria (Please refer to detailed evaluation 
criteria in Appendix II): 
• The overall comprehensiveness of the external audit plan; 
• The timeliness and quality of communications promised under the plan and delivered during 
the audit; 
• The competency and industry knowledge of external audit staff.   
• The adequacy of resources to achieve the scope as outlined in the plan; and 
• Usefulness and quality of findings and recommendations.   
6. Removal of auditors  
This shall either be by resignation, termination or term expiration.  
 
Termination  
The authority to remove the external auditors shall vest with the Board. Removal shall be 
implemented by way of a Board resolution. The external auditors shall have a right to make 
representations to the Board during the Board meeting when their removal is discussed.  
 
Resignation of auditor  
The external auditors may resign by providing a written notice of resignation to the ILRI Board. The 
external auditors' notice of resignation needs to address the following:  
 
a) A statement that there are no circumstances connected with the resignation of the external 
auditors which they consider should be brought to the notice of the Centre’s creditors, donors, 
or the ILRI Board. A statement of any circumstances connected with the resignation. Within 14 
days of receipt of a notice of resignation, the Centre must send a copy of the notice to the ARC. 
 
 
The external auditors may call the Board or its ARC to convene a meeting to receive and 
consider any explanation of the circumstance connected with the resignation. External auditors 
who have resigned are entitled to attend and to be heard at any part of the Board of Trustees 
meeting that concerns them as former external auditors of the Centre.  
b) Notice of termination or resignation should be 3 months, however if an auditor does not seek 
reappointment at the end if his term of appointment, this does not constitute resignation and 
no notice is required.  
7. Coordination of work with internal auditors 
As required by International Standard of auditing (ISA 610), the external auditors will work closely 
with the institute ’s internal auditors to help achieve cost efficiency.  This can in effect reduce the 
time and effort invested in areas that are of common interest to both auditors.  Coordination 
between the external and internal auditors should be translated into specific areas and procedures, 
outlining the actions and respective responsibilities.   
Also, the coordination, which may include reviewing the work of internal auditors, could be 
incorporated in the external auditors’ audit planning document before the external auditors 
commence the audit.  Further, the external auditors should consult the internal audit reports to 
identify areas needing greater focus, where internal control systems might be deficient or 
inadequate.  Such consultation would help the external auditors plan their audit work more 
effectively. 
8. Non-audit work performed by auditors 
The auditors are not precluded from doing non-audit work as there are efficiencies in having the one 
firm conduct audit, trainings and tax work. The external auditor may perform such roles to the 
institute, but any other substantial non-audit work will be approved by the ARC after consultation 
with management and the internal audit unit. 
 
9. Rotation  
The audit term shall be rotated every five to a maximum of seven years. The rotation of auditors 
means that auditors are engaged to undertake a maximum of five to seven annual financial 
statements audits, and thereafter another auditor should be appointed through competitive bidding 
process. 
10. Review of the policy  





Appendix I- Selection and recruitment criteria  
The Board or management may consider the following criteria when selecting/recruiting a new external 
auditor:  
• Eligibility - authorization by the Country Board of Accountants to conduct audits. 
• Experience of the firm in relation to the scope of audits for non-Profit organization. 
• A list of similar non-profit organizations served by the firm. 
• The staff assignments and availability to complete the audit on a timely basis. 
• Participation of senior audit personnel assigned to the engagement. 
• Depth of Technical Resources (CV of the assigned team leader). 
• Availability of staff to respond to questions within the scope of the engagement and the hourly charge, if 
any, for services outside the scope of the audit. 
• Audit firm staff stability history - what assurances can firm provide regarding the assignment of 
permanent personnel to the engagement. 
• Proposed fee for the engagement including a schedule for additional services that may be necessary 
beyond the scope of the audit engagement. The proposal should indicate anticipated fees for the second 
and third years 
• Detailed audit plan/methodology including approach to risk and fraud detection. 
• Estimated number of hours to complete the audit by classification of the employees, i.e. partners, senior, 
associate. 
• Detail of expenses expected to be incurred, i.e. mileage, per diem, telephone, etc. 
• Time Requirements. 
Appendix II- Evaluation criteria of external auditors  
The evaluation of the external auditor shall be performed by the Audit & Risk Committee in 
consultation with management and internal audit unit. The following is a non-exhaustive list of 
the criteria to be used to evaluate the performance of the external auditors:  
• The knowledge of the laws, regulations and policies governing the Institute;  
• The extent and level of independence and objectivity of the auditors; 
• The quality, competence, cooperation and quantity of human resources available during 
the engagement;  
• Their ability to respect the established schedule of the engagement and the flexibility to 
adapt to unexpected changes;  
• Provision of constructive observations, implications and recommendations of areas 
needing improvements.  
• The working methods and assessment of the scope of the audit;  
 
 
• The availability of the partner in charge to satisfy requests from the Board and ARC;  
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